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KEY ENTITY INFORMATION

Background information

SIBO Water and Sanitation ComPanY Ltd Was established by the 2006 Act of Parliament on l2th June,

The company was formed by Lake Victoria South Water Works

the mandate of Providing Water and Sanitation Services within
been enhanced to cover Siaya County represented as follows

l. Siaya Area
2. Bondo Area
3. Ugenya Area
4. Yala Area

Services Board and given the

2 districts of Siaya and Bondo, this

Principal Activities

The principal activity of the company is to provide water and sanitation services within the county of

Vision
To Be The Leader In The Provision Of Water and Sewerage Services in Kenya.

Mission
To provide euality, Reliable and Affordable Water and Sewerage Services To Our Customers Guided

Corporate Values and Using Modern Technology and Motivated Staff To Ensure Sustainable Growth.

Our Mandate
The core responsibilities and mandate of SIBOWASCO as a water service provider are stipulated in

(l) Of the Water Act20l6 and they include:

o The provision of water services within the area specified in the license; and

o The development of county assets for water service provision.
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Directors

The directors who served the company during the yearlperiod were as follows:

1. Mrs. Roseline Achieng Omuga

2. Mr. George Alaka

3. Mrs. Florence Okut

4. Mr. Elias Ongowo

5. Eng. Bob Macodawa

6. Bishop Martin Arara

7. George Rubiik

8. Mr. Geoffrey Ochieng

- Chairperson

-MD
- Member

- Member

- Member

- Member

- Member

- Member

- Appointed In Aug 2017

- Appointed In Mar 2018

- Appointed In Aug 2017

- Appointed In Aug 2017

- Appointed In Aug 2017

- Appointed In Aug 2017

- Appointed In Oct 2019

- Appointed In Aug 2017

Registered Office
Company's Building
Adjacent To Siaya DC's Residence Avenue/Road/Avenue

P.O. Box 214,40600
Siaya, KENYA

Corporate Headquarters
Sibo Water and Sanitation Co. Ltd
P.O. Box 214,40600
Siaya, KENYA

Corporate contacts
Telephone : (25 4)7 085 589 44

E-mail : sibowasco@ gmail.com
: info(Esibowasco.co.ke
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Corporate Bankers

I Kenya Commercial Bank,

Siaya Branch

P. O. Box 52

SIAYA

2. Co-operative

Siaya Branch

P.O. Box 847

Of Kenya,

SIAYA

3. The Kenya Post Office Savings Bank

Siaya Branch

Independent Auditors
Auditor General

Office of the Auditor General.

Anniversary Towers, University
P.O. Box 30084-00100
NAIROBI, KENYA

way

Principal legal advisers
The Attorney General

Office of the Attorney General and Department of Justice

Sheria House, Harambee Avenue.

P.O. BOX 40112 - 00100, Nairobi, Kenya.

Kirui Registrars

Certified Public Secretaries and Management Consultant

Ground Floor-Murkiyeny Building

P.O.Box 1087-20200

KEzuCHO, KENYA
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THE BOARD OF DIRECTORS

l. Ms.Roseline Achieng Age: 5l Years

Academic /Professional Qualifi cation :

KCE DIV 2

Chair Kenya chamber of commerce Siaya

branch
C.E.O Rouzhen Investments

2.Mr. Elias Ongowo Age: 6Tyears

Academic Professional Qualification:
. Diploma in sanitary Engineering
. Certificate in water
. Director Staff training
. Has vast experience in the water

sector, having served as the Managing

Director and Technical advisor for
Mikutra Water Co. and other senior

positions under the Ministry of water

for over 25 years

3. Ms. Florence Okut Age: 54 years

Academic /Professional Qualifi cation :

Bachelor's degree in Education

Master's in Education
Teacher & Principal (Ng'iya Girls High

School

4. CPA Geoffrey Ochieng Age: 36years

Academic /Professional Qualifications:
. MBA
. BCOM
. C.P.A

t
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Age :59years

Academic /Professional Qualifi cation:
. KACE,A LEVEL
r Communication Technology- KCCT

5. Bishop Martin Arara

Age 69years

Academic /Professional Qualification:
! BSc. Mechanical Engineering
! Member institute of Engineers Kenya

Bob Macodawa6.

Age: 63

Academic/Professional Qualification :

o Development Researcher with
o Masters in DeveloPment studies,

Political science and

International relations

7. George Rubiik

Age 46 years

Academic/Professional Qualifi cation :

' B.Com, Marketing

' Kenya institute of bankers

' Managing Director

8. Mr. George Alaka

vi
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BOARD COMMITTEES:
COMMITTEE COMPOSITION
I. FINANCE & HUMAN
RESOURCE COMMITTEE

I. Elias Ongowo-Chairperson

II. GeoffreyOchieng-Member
III. Florence Okut -Member

2.TECHNICAL
COMMITTEE

I. Bob Mc Odawa-Chairperson

II. Bishop Martin Arara-Member

III. George Rubiik-Member

3.AUDIT COMMITTEE

I. BishopMartinArara-Chairperson
II. Bob Mc Odawa-Member
III. George Rubiik-Member

vii
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MANAGEMENT TEAM

1. Mr. George Alaka

a

Oualification:
B.com, Marketing

Resoonsibilitv:
Managing Director

2. Alex Rading Oualification:
MSc Finance cont.

BBA - Finance

CPA -Finalist

Responsibilitv
Commercial and Finance Manager (Since

March 2020)

3.CPA George Keter Oua ation:
MBA(Finance)
B.Com-Accounting
cPA(K)
Responsibilitv
Internal Auditor

4. Brian Odeny
Oualification
BSC Mechanical Engineering

Resnonsibilitv:
Technical Manager (Ag)

vlil
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6. CHRP-Loice Omoga Oualification:
MBA cont. (lndustrial Psychology)

Bsc. Human Resource Management

HND Human Resource Management

Resnonsibilitv :

Human Resource & Admin Manager

Joined in October 2019

Oualification:
Bachelor of Procurement and

Supply Chain Management
Member of Kenya institute of supplies
management (KISM)

Responsibilitv:
Procurement Officer

7. Mr. Isaiah Were

tx
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CHAIRPERSON'S STATEMENT

Sibo Water And Sanitation Company Ltd was established in 2006 after the water sector reforms to provide

efficiently clean, safe, affordable drinking water and sanitation services in Siaya County.

We have succeeded in improving our water provision and sanitation services thanks to the help and support we

receive from the County Government of Siaya, asset developer- Lake Victoria Water Works Development

Agency and the Government of Kenya. Other stakeholders like Water Services Trust Fund and Water Services

Regulatory Board have also played a very key role in the water sector.

I wish to sincerely thank all the stakeholders, development Partners/Donors for their most kind heart in

providing financiai and material help .The company has received in the past, mobile water tanker and motor

bikes and all these were realized courtesy of our development partners.

The AfDB (African Development Bank) funded project in Yala is about to be completed and this will improve

our water production in the county, thus improving water service delivery to residents of Siaya, Bondo and

Yala, and it will also reduce the high electricity power bills'

The company has been growing from time to time since we took over as members of the board of directors.

However, we have .*p"ii.r".d several challenges including; high debts owed by the company to suppliers

, High level of non-revenue water , poor and dilapidated infrastructure and limited resources and the effect of
Cl9. As board of Directors, we have made every effort within our means to sail through the difficulties up to

this level.

The Board undertook a major restructuring during the financialyear, which turned around the company as

evidenced in the financial results. This saw the company acquire professionals with expertise in key areas that

ensured that the company's vision is realized. With the implementation of a 5 year strategic plan the board is

positive that to turn around the fortunes of the company will be achieved in this financial year and propel it to

greater heights of sound management systems, financial and operational stability.

We are still working hard and hopefully, we shall achieve our core mandate of providing efficient,

affordable drinking water and sanitation services to residents of Siaya County
clean, safe

William Oungo

CHAIRPERSON - BO RD OF DIRECTORS
x
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REPORT OF THE MANAGING DIRECTOR

I am delighted to present the Annual Report and financial statements for the year ended 30th June 2020.

The performance of the company in this financial year witnessed a significant improvement largely due to

persistent pursuant of the fundamental strategies adopted by the company that has facilitated the exit in the

troubled waters. The company recorded an operating profit of Kshs 4,269,594 compared to an operating deficit

of Kshs. (3,361,778) incuned the previous year representing a227o/o improvement. The company's internal

revenue base grew by 7% from l0l million last year to I 08 million this financi al year a miss in our annual target

by 162.583 million and external revenue of 23 million from the County Govemment. The corresponding

operating expenses stood from 125 million last financial year to 127.6 million this financial year'

In the backdrop of this performance, the last quarter of the year experience the global effect of the covid 19

pandemic while the management is working on rededicating their efforts and focus to revamp the revenue

channels by fixing the gaps identified in the sales and distribution infrastructure. During the year our connections

grew from 6484 to 9126 connections and the billing moved from Kshs 8.4 million averagely per month to Kshs

9.027 million against a budget of l9 million averagely per month while the collection efficiency stood at 85o/o

( inclusive of both current billing and outstanding debts) against a sector benchmark of >95o/o. We continue to

align our efforts aimed at ensuring that the company's water treatment plants are run in the most efficient

and effective ways. The production has remained a thorn in our flesh with the AfBD funded Siaya Bondo

water project operating at 60Yo with frequent breakdowns and all other production units in our areas operating

below 40%o especially Bondo area production units of Asembo and South Sakwa were not operational to due to

flooding in the pump houses arising from the swollen levels of lake Victoria. This affected our coverage and

reliability which in turn ruined our water sales. We hope to bridge these production gaps in the new financial

year by addressing such short comings with the assistance from our development partners. We have installed

standby pumping units in Asembo, Sakwa and Sidindi Malanga outlets to leverage on service hours and

reliability on supply, the remaining units will be fixed in the current financial year.

In human resource and administration, the department managed to resolve major administrative issues both

within the organization as well as with the regulatory authorities which has boosted the morale, productivity and

discipline amongst our employees. The management is implementing performance contracting to all staff as a

way of ensuring that quality service provision to our esteemed customers for improved business performance.

This will also ensure effective and smooth administrative operations.
xt
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The Non-Revenue Water (NRW) menace poses sustainability threat to the company and an NRW team

formed with clear terms of reference to steer implementation of strategies that will ensure that NRW

kept at a maximum of 45o/o from previous averag e of 7Oo/o in the current financial year through a

reduction roadmap.

Finally, on behalf of the management team of SIBO water and Sanitation Company, I wish to thank the

of directors for the prudent guidance and direction and the entire staff for their dedication and hard

customers for their support, and to all the stakeholders of the company. I also wish to express my

Water Sector Trust Fund (WSTF), Lake Victoria South Water Works Development Agency, Siaya

Government and Kenya Integrated Water, Sanitation and Hygiene (KIWASH) for their continued

company that has enabled us to make the much needed difference in our mission and vision.

Thank you very much.

Eng. Ogol

Managing Director

xil
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1. CORPORATE GOVERNANCE STATEMENT

Corporate Governance is a system of rules practices and process by which a company is directed and controlled'

Corporate Governance involves many stakeholders e.g. shareholders, senior management, customers, suppliers,

financiers, the government and the Community. It also provides framework for attaining SIBOWASCO

objectives and includes practically every sphere of management from action plans and internal controls to

performance measurement and corporate disclosure.

The board of Directors is pivotal in governance, and can have major ramifications for equity valuation.

Communicating a company's corporate governance is a key component of community and investor relations.

The company outlines its corporate leadership, constitutive documents, board charter, committee charter and

articles of incorporation.

Good corporate governance creates a transparent set of rules and controls in which Shareholders, Directors and

Officers have aligned incentives.

For this purpose we have considered some areas of corporate govemance in Sibo Water and Sanitation Company

Limited as follows:-

l. Number of Board meetings

Consultative - Five(5)

Committees - Fifteen(I5)

Full Board Four (4)

Special Board Meetings - Seven (7)

Annual General Meeting - One (1)

2. Attendance to Board meetings

Committees - 99%

Full Board 80%

Average for both - 90%

3. Succession plan

Article 93 B of the Company's Articles of Association deals with Board succession policies and period in

office.

The Article specifically provides for retirement of two thirds of the stakeholder directors. This then leaves a

third for institutional memory and succession.

xiii
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4. Existence of a Board charter

a board charter is a policy document that clearly defines the respective roles, responsibilities and authorities

of the board of directors (both individually and collectively) and management in setting the direction, the

management and the control of the organization.

5. Process of appointment and removal of directors

the procedure for appointment and removal of Directors are clearly stated in the Company's Act No. l7 of

2015 and the Company's Articles of Association.

The procedure under Article 68 (i), (ii), (iii) and (iv) clearly spel ls out the size ofthe board, background of

the directors, eligibility criteria and stakeholder participation

6, Procedure. Further, Article 84 deals with disqualification of directors. The Companies Act further

procedures for removal of director.

7. Roles and functions of the Board

Article 73 of the Company's Articles of Association spells out the powers, duties, functions and authqrities

of SIBOWASCO board. It states that the Board of Directors shall adhere to the Memorandum and Articles

of Association whose first object is to be an agent of the Water Services Board. Specifically, the Board of

Directors shall:

1) Before commencing business sign the code of ethics as circulated by WASREB.

2) Have a schedule of full board meetings at the end of every year for the next year.

3) Have only one full board meeting in every quarter.

4) Inform the respective Water Services Board of other meetings not within the schedule of board meetings.

5) Employ and define the limits of authority of the Managing Director and other top executives in a schedule

of duties.

6) Approve an annual budget in consultation with the respective Water Services Board in accordance with the

Service Provision Agreement.

7) Devote sufficient time to their responsibilities.

xiv
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8) Have an approved organizational structure and adhere to the staff efficiency ratio guideline by WASREB 8

staff per 1,000 connections.

9) Have a performance management and appraisal system in place.

l0) Map out communication strategy for internal and external liaisons to include at least one public

forum in its area of supply.

I l) Define how the Board will operate including:

l2) (a.) Submission of the following information to them by management on a quarterly basis:

l3)Amount of regulatory levy and other levies paid.

l4) Service obligation and performance report for supply area providing commercial and technical issues.

I 5) Financial report reflecting the levels of tariff revenues and subsidies.

l6) (b.) Submission of the following reports on an annual basis:

l7) Financial report.

18) Audited financial report for the year ending.

19) performance achievement report covering commercial and technical improvements on performance.

20) Embark on benchmarking with other WSP to constantly monitor management performance and the financial

progress of the company.

2l) Evaluate its own performance at least once every year based on the Service Provision Agreement.

22) Ensure that the company is properly managed and for the attainment of lawful objectives.

23) Ensure that the company's affairs are not managed or conducted in a manner oppressive to any of its

shareholders or for fraudulent purposes.

24) Ensure that the company complies with all statutory requirements including directives issued by WASREB.

25) Ensure that sitting allowances and other expenditures of the board and its committees do not exceed two

percent of the annual recurrent budget for a WSP for efficiency purposes;

26) Adhoc committee to determine chairman's remuneration (Honoraria) in line with the WASREB or

Government regulation. The chairman is entitled to honoraria based on number of visits made officially

(excluding boards meetings).

27) SIBOWASCO does not have a Board charter, manual and conflict of interest policy.

The Board needs to perform their oversight role with more vigor and a clear strategy to avoid becoming

Subordinate to other bodies andlor individuals. Further, there needs to be a clear procedure and templates

for reporting company's performance to the Board. A communication strategy with employees,

xv
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shareholders, stakeholders and other interested parties needs to be developed as a matter of priority. There

should also be a mechanism for tracking action on resolutions and other directives.

7. Induction and training

An induction programme is a structured way of providing board members with all the informatioq and

the support they need to be confident and productive in their role.

8. The aim is to help new members to understand the organization, the environment in which it operates,

and their role in making the organization a success.

Continual training and development keeps Board members abreast of acceptable activities, policies, rules

and regulations impacting the organization. This also involves training them on the ever changing business

environment and their challenges

9. Board and member performance

Article 73 (i) of the Company's Articles of Association clearly states that the Board shall evaluate its

performance once every year and set up achievable action points to assess its performance as a whole

and that of individual members including the Managing Director'

The resultant report is then presented to the shareholders'

10. Conflict of interest

A conflict of interest is a transaction or relationship which presents or may present a conflict between a

Board member's obligations to the Company and the Board member's personal, business or othei

interests.

The Company has a conflict of interest register or policy.

The Companies Act No. l7 of 2015 and the Company's Articles of Association clearly spell out the

provisions and sanctions of non-compliance with the same.

Board remuneration

Article 73 (h) (5) clearly states that the Board shall set up an independent ad Hoc Committee to fix the

remuneration of directors which must remain within the benchmark set by WASREB.

The total Board expenditure for the financial year was Kshs. ..2,707 1860.

xvi
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Ethics and conduct
The Code of conduct and ethics defines business conduct of the directors of SIBOWASCO and embodies

their commitment to pursue the highest standards of ethical conduct. The code is intended to describe areas

of ethical risk, provide guidance to directors and

Helps foster a culture of honesty, transparency and accountability.

Article 63 (IV) (7) of the Company's Articles of Association clearly states that Directors

Must sign the code of ethics before commencing business. The Directors signed a code of ethics and

conduct.

Governance Audit

A Governance Audit is an independent assessment of an organization with a view to expressing an opinion

on the adequacy and effectiveness of the organization's policies, systems, practices and processes. It is an

obj ective assurance engagement.

Kirui Registrars
Certified Public Secretaries and Management Consultant

Ground Floor Murkiyeny Building
P.O. Box 1087-20200
KERICHO, KENYA

xvll
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MANAGEMENT DISCUSSION AND ANALYSIS

PERFORMANCE OVERVIEW
1.1 INTRODUCTION
The management of SIBOWASCO hereby presents to the shareholders and stakeholders reports and statements on the

financial performance of the company for the financial year ended June2020. The year was charactetized with tremendous

revenue groMh and investments towards improved services.

I.2 REVENUES

The company achieved a turnover of Kshs. 131,863,490 against a budget of Kshs 357,153,718 representing 36.9"h

performance with a total expenditure of Kshs .127,5g3,8g5 resulting to a surplus before tax of Kshs -4269,594.The incomes

were made up of company water sales at Kshs 90,0611644 sewerage sales at Kshs 5,2521030, Bowser & Exhauster Sales of

Kshs 2, g65, 455 and grants from County Government at Kshs 23,538,,462 in electricity bills and other miscellaneous

income due to sale of tenders, penalties and meter rent of Kshs 10,144,898.6.The company achieved an average monthly

billing of Kshs 9.027 Million. The company had an average collection efficiency of 85"/" (inclusive of both current billings

and old debts) against the Water Sector benchmark of >95o/o and an average of 66 %o Non-Revenue Water level against a

sector benchmark of <25o/o

I.3 EXPENDITURES

The company incurred total operational expenditures of Kshs. 127,593,895 against a budgeted Kshs. 356,067'115'The cost

recovery rate of the company stood at 103.35%o. an improvement from last year's 8l% against a sector benchmark of

>_1000 .

I.4 FINANCIAL POSITION
The company attained net fixed assets of Kshs 40.37Million due to new assets acquired in the course of the financial year'

The current assets stood at Kshs. 115.6 Million against current liabilities of Kshs 127.lMillion, giving a currentratio of

0.91 against a recommended ration of 2zl.

The company attained a total net asset base of 27.8M ( I 54,998 ,960 - 127,174,612) total assets less total liabilities

I.5 COMPLIANCE WITH STATUTORY REQUIREMENTS

The company is committed to paying all statutory obligations as and when they fall due. These levies and fees are WASREB,

WRMA and LVSWSB levies. There has been a cash flow challenge crippling this commitment over the past and presently.

The company will strive to pay current continuous liabilities to such bodies as and when they fall due in the subsequent

years. Amounts owed to these bodies as at 30 June 2020 stood as follows;

WASREB- 12,357,725

WRMA - 5,138,920

LVSWSB- 35.783.930

rorAl 5328(L575
XVIII
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1.6 RISKS

The company faces several risks that might impede the achievement of its objectives. The major risks identified are;-

1.8 CHALLENGES

The company still experiences several challenges crippling its smooth operations. The following are some of the challenges

n High level of outstanding bills due to poor bill payment by the customers

* Low cost recovery due to old dilapidated system which increases operational costs.

* Vandalism of existing infrastructure by the public especially on the clear water and waste water pipelines and

manhole covers

* Poor commercial financing access due to poor Asset ratio since most of the assets are developed and owned by

Lake Victoria Water Works Development Agency hence the Company's Balance sheet cannot offer loan security.

* High Non-Revenue Water levels occasioned by both commercial and technical losses due to old network system

and illegal connections.

* Low network coverage hence low service coverage within the service area

xtx

I.7 DEVELOPMENTS

The company during the period under review had operationalized a new treatment plant in Yala funded through AfDB. This

plant will tremendously increase the production capacity of the company and greatly reduce production costs since its

turbine driven and distributes water purely on gravity. The company still expects to have more development partnerships

that can provide interventions towards Non-Revenue Water reduction through plant and network rehabilitations and

increased metering efficiency so as to achieve sustainable operations. During the Financial year, the company invested in

installation of 2,500 consumer meters, a move towards Non-Revenue water reduction and improved billing. The company

also integrated the new billing system which has helped to integrate key functions thereby improving service delivery. This

system has made it possible for real time update of customer payments thereby minimizing human error as well as real time

SMS short code which customers can use to make bill inquiries and report any complaint.
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REPORT OF THE DIRECTORS

The directors submit their report together with the unaudited financial statements for the year ended

2020 which shows the state of the company's affairs.

Principal activities
The principal activity of the company is to provide water and sanitation services within Siaya County.

Results
The results of the company for the year ended 30 June 2020 are set out on page I -34.

30 June

Dividends
The directors do not propose any dividend for the year

Directors
The members of the board of directors who served during the year are shown on page 2 in accordance with the

regulation of the company's articles of association.

Auditors
The Office of the Auditor General draws its mandate from the Constitution of Kenya. Chapter l2,Part 6, Article

22e (4).

Which states that
Within six months after the end of each financial year, the Auditor-General shall audit and report, in respect of
that financial year, on:-

o The accounts of the national and county governments;

o The accounts of all funds and authorities of the national and county governments;

o The accounts ofall courts;
o The accounts of every commission and independent office established by this Constitution;

o The accounts of the National Assembly, the Senate and the county assemblies;

o The accounts of political parties funded from public funds;

o The public debt; and

. The accounts of any other entity that legislation requires the Auditor-General to audit.

By Order of the Board

Thank

William Oungo.
CHAIRPERSON - BOARD OF DIRECTORS

xx
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STATEMENT OF DIRECTORS' RESPONSIBILITIES

Section 8l of the public finance management act, 2012 and section 68 of the State Corporations Act, require the

directors to prepare financial statements in respect of that company at the end of the financial yearlperiod. The

directors are also required to ensure that the company keeps proper accounting records which disclose

with reasonable accuracy the financial position of the company. The directors are also responsible for

safeguarding the assets of the company.

The directors are responsible for the preparation and presentation of the company's financial statements, which

give a true and fair view of the state of affairs for and as at the end of the financial year (period) ended on June

30, 2020. This responsibility includes: (i) maintaining adequate financial management arrangements and

ensuring that these continue to be effective throughout the reporting period;(ii) maintaining proper accounting

records, which disclose with reasonable accuracy at any time the financial position of the entity
.(iii)designing ,implementing and maintaining internal controls relevant to the preparation and fair

presentation of the financial statements ,and ensuring that they are free from material misstatements ,whether

due to error or fraud;(iv) safeguarding the assets of the company ;(v) selecting and applying appropriate

accounting policies and (vi) making accounting estimates that are reasonable in the circumstances'

The directors accept responsibility for the Company's financial statements, which have been prepared using

appropriate accounting policies supported by reasonable and prudent judgments and estimates, in conformity

with international financial reporting standards (IFRS), and in the manner required by the PFM Act and the

States Corporations act. The directors are of the opinion that the company's financial statements give a true

and fair view of the states of company's transactions during the financial year ended June 30th, 2020 and of
the company's financial position as at that date. The directors further confirm the completeness of the

accounting records maintained for the company, which have been relied upon in the preparation of the

company's financial statements as well as the adequacy of the systems of internal financial control.

Nothing has come to the attention of the directors to indicate that the company will not remain a going concern

for at least the next twelve months from the date of this statement.

presented to the board on 23Re and signed on its behalf by:

Chairperson of the Board Managing Director

The
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REPORT OF THE AUDITOR.GENERAL ON SIBO WATER AND SANITATI N
COMPANY LIMITED FOR THE YEAR ENDED 30 JUN 2020

Company Limited as set out on pages 1 to 42, which comprise the statement of fina
position as at 30 June, 2020, and the statement of comprehensive income, statement of
changes in equity, statement of cash flows and statement of comparison of budget
actual amounts for the year then ended, and a summary of significant accounting polici
and other explanatory information in accordance with the provision of Article 229 of
Constitution of Kenya and Section 35 of the Public Audit Act, 2015. I have obtained il

the information and explanations which, to the best of my knowledge and belief,
necessary for the purpose of the audit.

ln my opinion, except for the effects of the matters described in the Basis for
Opinion section of my report, the financial statements present fairly, the financial posit
of Sibo Water and Sanitation Company Limited as at 30 June, 2020 and of its
performance and its cash flows for the year then ended, in accordance with lnternat
Financial Reporting Standards (!FRS) and comply with the Public Finance Manag
4ct,2012 and comply with the Companies Act, 2015

Basis for Qrrralified Opinion

1.0 Going Concern Uncertainty

The statement of financial position indicates that the current liabilities
Kshs.127,174,612 exceeded the current assets of Kshs.114,625,208 resulting into a
negative working capital of Kshs.12,549,404. Further, the accumulated losses inc
from Kshs.5,955,176 as at 30 June, 2019 to Kshs.10,050,882 as at 30 June, 2020 e

REPORT ON THE FINANCIAL STATEMENTS

Qualified Opinion

I have audited the accompanying financial statements of Sibo Water and San

Company is therefore technically insolvent and unable to meet its financial obligations
and when they fall due.

The financial statements have been prepared on a going concern basis on
assumption that it will continue to receive financial support from both the National
County Governments, creditors and bankers. The material uncertainty relating to g
concern has not been disclosed in the financial statements.

2.0 Lack of an Asset Register

e
d
g

As disclosed in Note 13 to the financial statements, the statement of financial positi
reflects a balance of Kshs.39,233,751under property, plant and equipment as at 30 J

Report of the Auditor-General on Sibo Water and Sanitation Company Limitedfor the year ended 30 June



2020. However, the balance was not supported by an asset register as required by
Section 136 (1) of the Public Finance Management (County Governments) Regulations,
2015 which states that the Accounting Officer should be responsible for maintaining a
register of assets under his or her control or possession as prescribed by the relevant
laws.

Under the circumstances, the accuracy and validity of the property, plant and equipment
balance of Kshs.39,233,751 as at 30 June, 2020 could not be confirmed.

3.0 Cash and Cash Equivalents

As disclosed in Note 16 to the financial statements, the statement of financial position
reflects a balance of Kshs.6,117 ,169 under cash and bank balances as at 30 June, 2020.
The balance includes an amount of Kshs.3,958,484 held in five (5) bank accounts whose
supporting documents including the cash books and bank reconciliation statements were
not provided for audit review.

Under the circumstances, the accuracy and completeness of the reported cash and cash
equivalents balances of Kshs.6,117,169 as at 30 June, 2020 could not be confirmed.

4.0 Unsupported Provision for Doubtful Receivables

The statement of financial position reflects a balance of Kshs.101,123,514 under trade
receivables which, as disclosed in Note 15(b) to the financial statements, is net of
provision for doubtful receivables of Kshs.33,655,499. However, the ageing analysis and
the Policy on provisions for doubtful debts were not provided for audit review.

Under the circumstances, the accuracy and adequacy of the provision for bad and
doubtful debt of Kshs.33,655,499 could not be confirmed.

5.0 Unsupported Prior Year Adjustments

The statement of changes in equity includes a prior year adjustment of Kshs.7,084,422
whose supporting documents were not provided for audit review.

Under the circumstances, the accuracy and validity of the prior year adjustment of
Kshs.7,084,422 as at 30 June, 2020 could not be confirmed.

6.0 Materials for Pipeline Extension

The statement of comprehensive income reflects an expenditure of Kshs.43,714,593 in
respect of production and distribution costs which, as disclosed in Note 10 to the financial
statements, includes an amount of Kshs.5,898,676 relating to pipeline repair and
maintenance. The latter balance includes an amount of Kshs.1,894,607 paid to a supplier
for assorted PVC pipes and fittings. The pipes were meant for extension of the pipeline
from Akala to Mabinju and were delivered on 28 May, 2019. Physical verification on
25 March, 2021 revealed that there was no pipeline extension from Akala to Mabinju
despite the supplier being paid the full amount. Further, no explanation was provided on
how the materials delivered by the supplier were utilized.

Under the circumstances, the accuracy and propriety of the expenditure of
Kshs.1,894,607 incurred on PVC pipes and fittings could not be confirmed.

Report of the Auditor-General on Sibo Water and Sanitation Companl, Limitedfor the year ended 30 June, 2020
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The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSA|s). I am independent of the Sibo Water and Sanitation Company Limited
Management in accordance with ISSAI 130 on Code of Ethics. I have fulfilled other ethical
responsibilities in accordance with the ISSAI and in accordance with other ethical
requirements applicable to performing audits of financial statements in Kenya. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my qualified opinion.

Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the financial statements. There were no key audit matters to
report in the year under review.

Other Matter

Budgetary Control and Performance

The statement of comparison of budget and actual amounts reflects budgeted revenue
and actual on comparable basis of Kshs.357,153,778 and Kshs.131,863,715
respectively, resulting to an under-funding of Kshs.225,290,288 or 630/o of the budget.
Similarly, the Company spent a total of Kshs.121,122,418 against an approved budget of
Kshs.356,067,115 resulting to an under-expenditure of Kshs.234,944,697 or 66% of the
budget. The underfunding and under-expenditure affected the planned activities and may
have negatively impacted on service delivery to the public.

Other lnformation

The Directors are responsible for the other information. The other information comprises
the Report of Directors as required by the Companies Act, 2015, and the statement of the
Directors' responsibilities which are obtained prior to the date of this report, and the
annual report which is expected to be made available after that date.

My opinion on the financial statements does not cover the other information and I do not
express an audit opinion or any form of assurance thereon.

ln connection with the audit of the financial statements, my responsibility is to read the
other information and, in doing so, consider whether the other information is materially
inconsistent with the financial statements or the knowledge obtained in the audit, or
othenruise appears to be materially misstated. Based on the work I have performed on
the other information obtained prior to the date of this auditor's report, if I conclude that
there is material misstatement of this other information, I am required to report that fact. I

have nothing to report in this regard.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) of the Constitution, based on the procedures performed,
except for the matters described in the Basis for Conclusion on Lawfulness and
Effectiveness use of Public Resources section of my report, I confirm that, nothing else

Report of the Auditor-General on Sibo llater and Sanitation Company Limitedfor the year ended 30 June, 2020
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has come to my attention to cause me to believe that public money has not been applied
laMully and in an effective way.

Basis for Conclusion

1.0 Lack of Regional Balancing in Employment

As previously reported, review of human resource records revealed that out of the total
had one hundred and eighteen (1 18) employees of the Company, one hundred and eight
(108) or 92o/o of employees were from one ethnic community. This is contrary to Section
7 (2) of the National Cohesion and lntegration Act, 2008 which states that no public
establishment shall have more than one third of its staff from the same ethnic community.

Consequently, the Company was in breach of the law.

2.0 Excess Board Meetings

During the year under review, the Board held five (5)full Board meetings, nine (9) Special
Committee meetings, four (4) Audit Committee meetings, five (5) Finance Committee
meetings, three (3) Technical Committee meetings and one (1) Adhoc meeting. The
Board therefore exceeded the set limit by an extra eight (8) meetings without approval by
the Lake Victoria South Water Works Development Agency contrary to Section 90(1) of
the Company's memorandum and Articles of Association which states that the Board shall
not have more than four sittings in a financial year, As a result, the Company incurred an
amount of Kshs.768,000 on sitting allowances in excess of the set limit as per the law.

Under the circumstances, the propriety of the expenditure of Kshs.768,000 incurred on
Board meetings could not be confirmed.

The audit was conducted in accordance with ISSAI 4000. The standard require that I

comply with ethical requirements and plan and perform the audit so as to obtain limited
assurance as to whether the activities, financial transactions and information reflected in
the financial statements are in compliance, in all material respects, with the authorities
that govern them. I believe that the audit evidence I have obtained is sufficient and
appropriate to provide a basis for my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act,2015, based on the audit
procedures performed, I confirm that, nothing else has come to my attention to cause me
to believe that internal controls, risk management and overall governance were not
effective.

Basis for Conclusion

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal control, risk management and overallgovernance were
operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Report of the Auditor-General on Sibo Water and Sanitation Company Limitedfor the year ended 30 June, 2020
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, 2015,1 report based on the audit, that:

(i) I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of my audit;

(ii) ln my opinion, proper books of account have been kept by the Company, so far as
appears from the examination of those books;

(iii) The Company's financial statements are in agreement with books of account.

Responsibilities of Management and the Board of Directors

Management is responsible for the preparation and fair presentation of these financial
statements in accordance with lnternational Financial Reporting Standards (IFRS) and
for such internal control as Management determines is necessary to enable the
preparation of financial statements that are free from material misstatement, whether due
to fraud or error and for its assessment of the effectiveness of internal control, risk
management and governance.

ln preparing the financial statements, Management is responsible for assessing the
Company's ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the applicable basis of accounting unless the
lVlanagement is aware of intention to liquidate the Company or to cease operations.

Management is also responsible for the submission of the financial statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for the preparation and presentation of the financial
statements described above, Management is also responsible for ensuring that the
activities, financial transactions and information reflected in the financial statements are
in compliance with the authorities which govern them, and that public resources are
applied in an effective way.

The Board of Directors is responsible for overseeing the Company's financial reporting
process, reviewing the effectiveness of how the Company monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes ahd
systems are in place to address key roles and responsibilities in relation to governanoe
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or errdr,
and to issue an auditor's report that includes my opinion in accordance with the provisiorls
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance but
is not a guarantee that an audit conducted in accordance with lSSAls will always detebt
a material misstatement and weakness when it exists. Misstatements can arise from fraud

Report of the Auditor-General on Sibo Ll/ater and Sanitation Company Limited for the year ended 30 June, 2020
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or error and are considered materia! if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these financial statements.

!n addition to the audit of the financial statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
financial transactions and information reflected in the financial statements are in
compliance with the authorities that govern them and that public resources are applied in
an effective way, in accordance with the provisions of Article 229(6) of the Constitution
and submit the audit report in compliance with Article 229(7\ of the Constitution.

Further, in planning and performing the audit of the financial statements and audit of
compliance, I consider internal control in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the Public Audit Act, 201 5 and submit
the audit report in compliance with Article 229(7) of the Constitution. My consideration of
the internal control would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the financial statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal control may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree of compliance with the
Company's policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

. ldentify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.

Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

Conclude on the appropriateness of the Management's use of the going concern basis
of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on
the Company's ability to continue as a going concern or to sustain its services. lf I

conclude that a material uncertainty exists, I am required to draw attention in the
auditor's report to the related disclosures in the financial statements or, if such
disclosures are inadequate, to modify my opinion. My conclusions are based on the

Report of the Auditor-General on Sibo lryoter and Sanitation Company Limitedfor the year ended 30 June, 2020
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audit evidence obtained up to the date of my audit report. However, future events or
conditions may cause the Company to cease to continue as a going concern or to
sustain its services.

Evaluate the overall presentation, structure and content of the financial statements,
including the disclosures, and whether the financial statements represent the
underlying transactions and events in a manner that achieves fair presentation.

Obtain sufficient appropriate audit evidence regarding the financial information and
business activities of the Company to express an opinion on the financial statements.

Perform such other procedures as I consider necessary in the circumstances.

a

a

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencips
in internal control that are identified during the audit.

I also provide Management with a statement that I have complied with relevant ethical
requirements regarding independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on my independence, and
where applicable, related safeguards.

CPA gu, CBS
AUDITOR.GENERAL

Nairobi

11 February, 2022
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SIBO Water and Sanitation Company limited
Annual Reports and Financial Statements

For the vear ed.Iune 30.2020

STATEMENT OF COMPREHENSIVE INCOME FOR THE PERIOD ENDED 3OTH JUNE 2O2O

The financial statements were approved by the Board on l0'h MAY 202 I and signed on its

MANAGING DIRECTOR
MICHAEL OGOL

...8L. .a€:*as
Head of Finance

OKUNDI KEVIN
Chairperson of the

Board WILLIAM OUNGO

1

REVENUES
102.142.079 93,104,7s46Sales/Tumover

20,547,0677 23,538,462Grants from County Government

8,356,4028 6,182,949Other Incorne

13r.863,490 122,OO8,223TOTAL REVENUES
OPERATING E)GENSES

76.9s3.s49 7 | ,t t9 ,6639(a)Administration Costs

48,714,872l0 43,714,593Production and Distribution Costs

2,961,OO7 4,395,466t3Depreciation of property, plant and equipment

1,140,000l3(b) I,140,000Amortisation of Intangible Assets

2,824,74714(b)Decrease (tncrease) in inventories

127,593,895 125,370,001TOTAL OPERATING E>GENSES

(3,361,778)1l 4,269,594oPERATTNG PROFTT(LOSS)

(3.361.778)4,269,594PROFIT/(LOSS) BEFABE TAXATION

(r.o08.533.4)1.280,878.3TNCOME TAX EXPENSE(EBEpIT)

(2.353.24s12,988,716PROFIT/(LOSS) AF'TER TAXATIAN

0 0Earnings per share - basic and diluted

0 0Dividend per share

Note 2020 zot9
I(shs Kshs



SIBO Water and Sanitation Company limited
Annual Reports and Financial Statements

For the vear ended June 30. 2020

ASSETS

NorCurrcnt Assets Note

nrxl l3 3S.233.751 37.483_231

lnangible assets 1.140.000 2.280.000

Total NorrCurcnt Assets 40,373,751 39,763,231

Currcnt Assets

lrwentories l4 7.384.526 10.209.273

Tradc alrj otl**r rcco'i labl r:s l5(a) 101-]23.5)4 88,7()8,562

Bank and cash balances l6 6,t17,169 6.352.472

Total Currcnt Assets 114,625,20E r05J30J07

Total Assets 1s4B98860 145,093,538

&rJurr'Y ANt t tArrrlfruijs

Capital and Reserves

Ordinary share capital t7 100,000 100,000

Capital reserve 19.818.815 t 9,818,815

Reained earnines ( 10.050.882) (5.e55.1 76)

Proposed dividends

Capital and Reserryes 9,E67,933 13,963,639

NorlCunrcnt Liabilities

Borrowinls

Deferred Ircorne Lisbi I ib. 7(b) 17.956.414 I 1 676 6i5
Total NorrCunent Liabilities 17.956.414 13,676,635

Currcnt Liabilities

Borrowings

Trade and other payables 2t 108,876,388115,383,552

CustorrEr deposits 10,791,060 8.289.9U

Dividends payable

Total Curre nt Liabilities 127,174,612 117,166,352

TOTALEQUTTYAI\D
LIABILITIES 154,998,959 14/,,E06,626

STATEMENT OF FINANCTAL POSITION AS AT 3OTH.II]NE 2O2O

financial statements were approved by the Bolrd on l0th MAY 2021 and signed on is

MANAGING DIRECTOR
MICHAELOGOL

.....S....aeaas
Head of Finance
OKI'NDT KEVIN

Chairperson of the
Board WILLIAM OUNGO
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SIBO Water and Sanitation Company limited
Annual Reports and Financial Statements

For the vear ended June 30. 2020

STATEMENT OF CHANGES IN EQUITY FOR THE PERIOD ENDING 3OTII JUNE 2O2O

Thc financial sta(ements were approved by the Boqrd on l0o MAY 2021 and signed on is

MANAGING DIRECTOR
MICHAELOGOL

.....S....4e4'=.s
Head of Finance
OKI.'NDT KEVTN

Chairperson of the
Board WILLIAM OUNGO

3

Ordinery share

cafltd
Cafilrl Resene

Fair valw

adjuslrnenl

nserYt

Retrined eornin$
Pmpced

dividends

&dhu
Developmenl

Grants/Tund

Total

&Juh I.20ll r00.0m r9.sr&sr5 d.60r-9J2i ri.r$8r5 o.iJ;,698
Iramfer to capital Rcserves

Iransfer ofexcess deorcciation on rcvaluatim

Drfsrpd lax on cxcoss depreciation

Far valw adiusunerf on quotd invesunenh

Toal cmudrmivc incomc (2153.2441 (2JstJ41t

CaDrorltveloDlrcil prua rccorved drms urr year tJ$76.6JJ tJ.676.6J5

Iramfcr of depreciatiory'amortisation fiom capitalfud h retaircd effnin5

Dividen& osid-2017

htenm dividuds paid - 2018

Proomd hnal drvidcds

tu June 10, 2019 rm,mo r9,8r8,8r5 (5.955.170 i0,807,{s {1,771,089

At Juh l, 20l9 rm,mo r9,8r8,8r5 (5.955.r76) 30.807,150 ,14.771,ffi9

bsuc dnw slure capital

Truufer h capital rcservcs

Tnrsfer of cxcas dcpeciatim on rwaluatiur

Dford tax m erass dqreciation

Pnor Yeu Adiustrmcr[ (7.084.4221

Fair value adiustrnent on ouoted investnents

Tdalcmprehmivc income 2.988.716 2,988,716

fuihUDvelopnrrt fants recerved duing th year 437L432 4312.432

Trarofcr of dwrcciatiu/enortisatron frun capital flud o reumd eamins

IlivilmA mirl - 1(ll9

htmm dividor* Daid - ml9

Proposed final dnidcnds

At June 10, 2020 lm.mo 19.818,8r5 fl0.0s0,s2t lil 79,882 45.0t7.81il{

p



SIBO Water and Sanitation Company limited
Annual Reports and Financial Statements

For the vear ended June 30. 2020

C{SII FLOWS PROIU OPERI,TIIYG
ACTIVTTMS

Cash generated from/(used in) operations 23 (a) 8,848,656 r.837.465
Net cash generated from/(used in) operating
activitbs

8,848,656 1,937,465

ChSH TLOWS I'ROM TNVESTING
ACTTVITTES

Purchase ofproperty, plant and equipment l3 (4,711,528',) (9,924,900)

Purchase of intangible assets I 3(b) (3,420,000)

Net cash genelated from/(used in) investing
rctivities

(4,711,528) (13,344,900)

CASH FLOWS FROM FINANCING
ACTIVITMS
Capital Grants

I 13 (4,372,432) 13.676.635

Net cash generated fiom/(used in) financing
nctivities

(4,372,432) 13,676,635

INCREASE(DECREASE) IN CASH AND
CASH EQUTVALENTS

(23sJ03) 2,l69,2OO

CASH AND CASH EQUIVALENTS AT
BEGINNING OF YEAR l6 6,352,472 4,193,272

CASH AND CASH EQUIVALENTS AT
END OF TI{E YEAR 6,117,169 6,352,472

STATEMENT OF CASH FLOWS FOR THE PERIOD ENDING 3OTII JUNE 2O2O

The financial $alements were approved by the Boryd on 1Oft MAY 2021 and signed on its

MANAGING DIRECTOR
MICHAELOGOL

.....S,....a€.aas
Head of Finance

OKI.JNDI KEVIN
Chairperson of the

Board WILLIAM OUNGO
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SIBO Water and Sanitation Company limited
Annual Reports and Financial Statements

For the year ended June 30. 2020

STATEMENT OF COMPARTSON OF BTTDGET AND ACTTIAI, AMOIINTS FOR THE PERIOT)
ENDED 30th JUNE 2O2O

NOTES

i. Water and sewerage sales did not meet the target due to dilapidated and inadequate systems coupled with High Non-
Revenue water in the financial year

ii. Bowser and Exhauster sales did not meet the target since only two vehicles were functional while two others were down due
to major breakdowns and were revived later in the financial year

iii. Grants from the county govemment were not realized as envisioned in the budget since the county did not disburse all dre
grant as budgAed.

iv. Other income dropped due to the withdrawal of late payment penalties to overdue accounts

approved by the Boryd on lOn MAY 2021 and signcd on is
Bosrd

The financial statements werc

MANACINC DIRECTOR
MICHAEL OCOL

.....ffi,....aeaas
Head of Finance
OKUNDI KEVIN

Chairperson of the

Board WILLIAM OUNGO
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Original budget Adjrstrrcnts Ilnal hxlget
Actual on

conparaHe basis

Performance
dilferrnce

2019-2020 20t9-2020 2019-20m 2019-2020 20te-?fr20

Revenm Kshs I(shr I($h Krhs Kshs

WaEr Sales 236.t46,722 236.t46.722 90,061.644 146,085,078

Serverage incorre 15.741.029 t5.74t.029 -5.252.030 10.488,999

Metcr rent 573.t24 573.t24 3,962.950 (3.389,826)

Bowser. Exlrarster & excavator Inconre 8.320,000 8,320.000 2,865,455 5,454,54-5

Grarts from thc Crovernnrrl 39,931.,852 0 39.931.852 23538.462 16.393.400

Dxutioru irrUrd
Finarre Irrconr

O$er income 10.127.378 0 I 0, I 27,378 6.182.949 3,944,429

WSTF Gant 46.313,663 0 46.313.663 46.313,663

Total irrcorrc 357,153,778 0 357,153,778 131,86,4m 225,290,288

Erprnes
Personnel costs 82,989,L42 E2.989. t42 46.737.224 36.25 t.9I8
Adminisration Costs 47,054,310 47.054,310 17.393.368 29.660.942

Teclnical Coss 73,970,L62 0 73.910.162 42.881,106 31.029,057

Bowser. Exlurater & Excavator Rrmning cost 4,249,600 4.249.600 2,139.702 2.109,898

C-overnarrce Cosls 4,1.29,400 4.129.400 2,707.%0 1,421,540

Conpliarrce levies 25,920,838 25.920.838 4.551.630 21.369.208

Capital Investments 117,813,653 l r7.813.663 4.71 I.52E I 13.102.135

Depreciation ofPPE 2,961,007 (2.961.007)

Arnortisation charge 1.140,000 ( r. 140.000)

Total expnliturr 356,057,115 356,067,115 L25,223,424 231,983,691

Surflus forthe priod I,m6,663 0 1o86,663 6,6,10,(}65 (6,693,4021
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NOTES TO THE FINANCIAL STATEMENTS

1. GENERAL INFORMATION

SIBO WATER &SANITATION COMPANY LIMITED is established by and derives its authority and accountability ftom the Company's
Act 2015. The Company is wholly owned by the Govemment ofKenya through the County Govemment ofSiaya and is domiciled irl Kenya.

The entity's principal activity is provision of wale! & sanitation services.

For Kenyan Companies Act repo ing pulposes, the balance sheet is lepresented by the statement of financial position and the profit and loss

account by the statement of proht or loss and other comprehensive income in these financial statements

2. STATEMENT OF COMPLIANCE AND BASIS OF PREPARATION

The hnancial statements have bee[ prepared on a historical cost basis except for the measurement at rc-valued amounts of certain items of
property, pla[t and equipment, marketable securities and financial instuments at fair value, impaired assets at thei estirnated recoverable

amounts and actuarially detemined liabitities at their present value. The preparation of financial statements in conformity with Intemational
Financial Reporting Standards (IFRS) atlows the use of estimates and assumptions. It also requires management to exercise judgnent in the
process of applying the entity's accouting policies. The areas involving a higher degree ofjudgment or complexity, or where assumptions

and estimates are significant to the financial statements, are disclosed in Note 3 & 5.

The financial statements have been prepared and presented in Kenya Shillings, which is the firnctional and reporting crmency oft]re company

The financial statements have been prepared in accordance with the PFM Act, the State Corporations Act and IDtemationat Fimnciat Reporting
Standards (IFRS). The accounting policies adopted have been consistently applied to all the years presented.

6
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3. APPLTCATTON OF rrEW Ar{D REVTSED INTERNATIONAL FTNAICTAL REPORTING STANDARDS (IFRS)
The Directon do not plan to apply any of the above until they become effective. Based on their assessment of the potential impact of
application of the above, they do not expect that there will be a significant impact on the company's financial statements.

4. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The principle accounting policies adopted in the preparation of these financial statements are set out below:

a) Revenue recognition

Revenue is recognized to the extent that it is probable that future economic benefits will flow to the company and the revenue can be
reliably measured. Revenue is recognized at the fair value of consideration rcceived oi expected to be rcceived in the ordinary couse of
the company t activities, net of value-added tax (VAT), where applicable, and when specific criteria have been met fol each of the
company's activities as described below,

i) Revenue from the sale of goods and services is recognized in the year in which the company delivers products to the customer, the customer
has accepted the products and collectability of the related receivables is reasonably assured.

iD Grarts from Natiotral Goverrmetrt are rccognized in the year in which the company actually receives such grants. Recurrent grants are
recognized in the statement of comprchensive income. Developmen/capital grants are recognized in the statement of financial position and
realized in the statemetrt of comprehensive income over the useful life ofthe assets that has been acquired using such firnds.

iii) Finarce itrcome comprises interest receivable ftom bank deposits and investment in securities, and is recogdzed in plofit or loss on a time
ploportioll basis using the efective interest lat€ method.

i,n) Dividend income is recognized in the income statement in the year in which the right to receive the payment is established.

v) Rental income is recognized in the income statement as it accrues using the effective lease agreements.

7
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For the year ended June 30r 2020

b) In-kind contributions
tn-kind contributions are donations that are made to the compan/ in the form ofactual goods and/or services rather than in money or cash

terms. These donations may include vehicles, equipment or personnel services. Where the financial value reccived for in-kind contributions
can be reliably determined, the company includes such value in the statement ofcomprehensive income both as revenue and as an expense

in equal and opposite amounts; otherwise, the contribution is not recorded.

c) Property, plant and equipment
All categories of property, plant and equipment are initially recorded at cost less accumulated depreciation and impairment losses.

Certain categories of property, plant and equipment are subsequently canied at re-valued amounts, being theL fair value at the date of re-

valuation less any subsequent accumulated depreciation and impairment losses. Where re-measurement at re-valued amou s is deshed,

all items in an asset category are re-valued thrcugh periodic valuations carried out by independent extemal valuers.

Increases in the carrying amounts of assets arising from re-valuatioo are credited to other comprehensive income. Decreases that offset
previous increases in the carrying amount of the same asset are charged against the revaluation rese e account; all other decreases are

charged to profit or loss in the income statement.

Gains and losses on disposal of items of property, plant and equipment are detemined by comparing the proceeds ftom the disposal with
the net carrying amount ofthe items, and are recognized in profit or loss in the income statement.

8
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d) Depreciation and impairment of property, plant and equipment

Freehold land and capital work in progress are not depreciated. Capital work in Fogress relates mainly to the cost of ongoing but
incomplete works on buildings and other civil works arrd installations.

Depreciation on property, plant and equipment is recognized in the income statement on a staightJine basis to write doln the cost of each

asset or the re-valued amount to its residual value over its estimated usefirl life. The amual rates in use are:

Buildings and civil works
Plant and machinery
Motor vehicles, including motor cycles

Computers and related equipment

Office equipment, furniture and fittings

25 years or the unexpired lease period
12.5 years

4 years

3 years

12.5 years

A full year's depreciation charge is recognized both in the year of asset puchase and in the year of asset disposal.

Items ofproperty, plant and equipment are reviewed armually for impairment. Where the carrying amount ofan asset is assessed as greater

than its estimated recoverable amount, an impairment loss is recognized so that the asset is wdtten down immediately to its estimated

recovemble amount.

e) Intangible a$ets
Intangible assets comprise puchased computer software licenses, which arc capitalized on the basis of costs incurred to acquire and bring
to use the specific software. These costs are amortized over the estimated useful life of the intangible assets ftom the year that they are

available for use, usually ovei thrce yea6.

f) Amortization and impairment of intatrgible &ssets

Amortization is calculated on the straight-line basis over the estimated useful life ofcomputer software ofthree years.

All computer software is reviewed annually for impairment. Where the carrying amount of an intangible asset is assessed as greater than

its estimated recovemble amou[t, an impaiment loss is recognized so that the asset is wfitten down immediately to its estimated

iecoverable amount.

9
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g) InvestEetrt property
Buildings, or part ofa building (teehold or held under a finance lease) and land (freehold or held under an operating lease) held for long
term rental yields and,/or capital appreciation, and which arc not occupied by the entity, are classified as investment property under non-
curent assets.

Investtnent Eoperty is carried at fafu value, representing open market value determircd periodicatly by indepefdent external values.
Changes in fair values are included in profit or loss in the income statement.

h) Finance and operatitrg leases

Leases which colfer substantially atl the risks and rewards of ownership to the entity are classified as finance leases. Upon initial
recognition, the leased asset is measued at an amount equal to the lower of its fair value and the present value of the minimum lease
payments, and the asset is subsequendy accounted for in accordance with the accounting policy applicable to that asset.

All other leases are treated as operating leases and the leased assets are recognized in the statement of hnancial position to the extent of
prepaid lease rentals at the end ofthe year. Payments made under operating leases are recognized in profit or loss on a straight-lin€ basis
over the term of the lease. Lease incentives received are recognized as an integral palt ofthe total lease expeNe over the term ofthe lease.

i) Fixed interest investments (bonds)
Fixed i[terest investments refer to investment funds placed under Central Bank of Kenya (CBK) long-telm infrastructue bonds and
other corporate bonds with the intention ofeaming interest income upon the bond's disposal or matudty. Fixed interest investments
are freely traded at the Naircbi Securities Exchange. The bonds are measured at fair value tfuough profit or loss.

j) Quoted itrvcstments

Quoted investments are classified as nol-curent assets and comprise marketable securities traded fteely at the Nairobi Securities
Exchange or other regional urd intemational securities exchanges. Quoted investmelts arc stated at fair value.

k) Unquoted investmenls
Unquoted investments stated at cost under non-current assets, and comprise equity shares held in other Govemment owned or controlled
entities.

l) Inventories
Inventories are stated at the lower of cost and net realizable value. The cost of inventories comprises purchase pdce, import duties,
transportation and handing charyes, and is determined on the moving average price method.

l0
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m) Trade ald other receivables
Trade and other receivables are recognized at fair values less allowances for any uncollectible amounts. These arc assessed for
impairment on a continuing basis. An estimate is made of doubtful rcceivables based on a review of all outstandhg amounts at the year

end. Bad debts are written off after all efforts at rccovery have been exhausted.

n) Taxatiol
Curtenl income tox
Curent income tax assets and liabilities for the curent period are measued at the amount expected to be recovered from or paid to the

taxation authorities. The tax rates and tax laws used to compute the amount arc those that are enacted or substantively emcted, at the
reporting date in the area where the Entity op€rates and generates taxable income. Curent income tax relating to items rccognized
directly in net assets is recognized in net assets and not in the statement of financial performance.

Cufie t income tax (Conlinued)
Current income tax assets and liabilities for the current period are measwed at the amount expected to be recovercd ftom or paid to the

taxation authorities. The tax rates and tax laws used to compute the amount arc those that are enacted or substantively enacted, at the
reporting date in the area where the Entity operates and generates taxable income. Curreot income tax relating to items recognized

directly in net assets is recognized in net assets and Management periodically evaluates positions taken in the tax retums with
respect to siluations in which applicable tax regulations are subject to interpretation and establishes provisions where appropriate.

Delened lax
Deferred tax is Fovided using the liability method on temporary differences between the tax bases of assets and liabilities and their
carrying amounts for financial reporting pulpos€s al the reporting date.

Deferred tax liabilities are recognized for all taxable temporary differences, except in respect of taxable temporary differences

associated with investments in controlled entities, associates and interests in joint ventures, when the timing of the reversal of the

temporary differences can be controlled and it is probable that the temporary differences will not reverse in the foreseeable future.

1l
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Deferred tax assets are recognized for all deductible temporary differences, the carry forward ofunused tax credits and arly unused

tax losses. Deferred tax assets are recognized to the extent that it is probable that taxable profit will be available against which the

deductible temporary differences, and the carry forward of unused tax credits and unused tax losses can be utilized, except in rcspect of
deductible temporary differences associated with investments in controlled entities, associates and intercsts in joint ventues, deferred

tax assets are recognized o y to the extent that it is probable that the temporary differences will reverse in the foreseeable future and

taxable plofit will be available against which the temporary differences can be utilized.

The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable that

sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilized. Unrecognized deferred tax assets are

re- assessed at each reporting date and are recognized to the extent that it has become probable that future taxable profits will allow the

deferred tax asset to be recovered.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply in the year when the asset is realized or the

liability is settled, based on tax rates (and tax laws) that have been enacted or substantively enacted at the reporting date.

Deferred tax relating to items recognized outside surplus or deficit is recognized outside surplus or deficit. Deferred tax items are

recognized in correlation to the underlying transaction in net assets. Deferred tax assets and deferred tax liabilities are offset if a legally

enforceable right exists to set off current tax assets against current income tax liabilities and the deferred taxes relate to the same taxable

entity and the same taxation authority.

o) Crsh and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-tem deposits on call and highty tiquid invesanents with an

original maturity ofthree months or less, which are readily convertible to known amounts of cash and are subject to insignificant risk of
changes in value. Bank account balances irclude amounts held at the Cental Bank of Kenya and at various Commercial Banks at the

end ofthe reporting period. For the purposes ofthese financial statements, cash and cash equivalents also include short telm cash imprests

and advances to authorized public offrcers and/or institutions which were not surendered or accounted for at the end ofthe financial

year.

12
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p) Borrowings
Interest beadng loans and overdraffs are initially recorded at fair value being received, net of issue costs associated with the borrowing.
Subsequently, these are measued at amortized cost using the effective intercst rate method. Amortized cost is calculated by taking irto
account arry issue cost and any discount or premium olr settlemetf. Firunce charges, including premiums payable of settlement or
redemption are accounted for on accrual basis and arc added to the carrying amount of the instrumetrt to the extert that they are not
settted iII the period in which they arise. Loan interest acquing dudflg the consfuction of a Eoject is capitalized as palt of the cost of
the poject.

q) Trede ard other prysbles
Trade and other payables are non-intercst b€aring and arc caried at amortized cost, which is measuled at the fair value of contractual
value of the consideration to be paid in future in respect of goods and services supplied, whether billed to the entity or not, Iess any
payments made to the supplie$.

r) RetireEetrt benelit obligstiotrs
The entity operates a defined contribution scheme for all fuIl-time employees fiom July 1, 2018 The scheme is administered by an in-
house team and is funded by contributions from both the company and its employees. The company also contributes to the statutory
National Social Security Fund (NSSF). This is a defined contribution scheme registered under the National Social Security Act. The
company's obligation under the scheme is limited to speciflc contributions legislated from time to time and is curefltly at Kshs.200 per

employee per month.

s) Provision for stalf leave pay
Employees' entidements to annual leave aie recognized as they acque at the employees. A Provision is made for the estimated liability
for arurual leave at the reponing dale.

t) Exchatrge rate differences
The accounting records are maintained in the fi.mctional currency of the primary economic environment in which the entity operates,

Kenya Shillings. Transactions in foreign curencies during the yearlperiod are translated into the functional currency using the exchange
rates prevailing at the dates ofthe transactions or valuation where items are rc- measured. Any foreign exchange gains and losses resulting
from the settlement of such transactions alrd from the translalion at year-end exchange 1ates of monetary assets and liabilities
denominated i[ foreign curencies arc recognized in profit or loss.

13
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u) Budget information
The original budget for Py 2019-2020 was approved by the Boad of Directors. There were no subsequent rcvisions or additional
appropriations made to the apFoved budget. Any additional appropriations are added to the original budget by the compaoy upon

rcceiving the respective approvals in order to conclude the final budget.

The company's budget is prepared on a different basis to the actual income and expenditure disclosed in the financial statements. The

financial statements are prepared on accrual basis using a classification based on the natue of expenses in the statement of financial
performance, whereas the budget is prepared on a cash basis. The amounts in the financial statements werc recast fiom the accrual basis

to the cash basis and reclassified by presentation to be on the same basis as the approved budget. A compa son of budget and actual

amounts, prepared on a comparable basis to the approved budga, is then presented in the statement ofcomparisoD ofbudget and actual

amounts. In addition to the Basis difference, adjustments to amounts in the financial statements are also made for differences in the

formats and classification schemes adopted for the presentation ofthe fina[cial statements and the approved budget.

A statement to reconcile the actual amounts on a comparable basis included in the statement ofcomparison ofbudget and achral amounts

and the actuals as per the statement of financial performarce has been preseoted in these financial statements.

v) Serviceconcessionarrrngemetrts
The Company analyses all aspects of service concession arrangements that it ente$ into in deteminilg the appropriate accounting

teatment and disclosure requirements. h particular, where a pdvate party contributes an asset to the arangement, the Company

recogdzes that asset when, and only when, it controls or regulates the services the operator must Fovide togethe! with the asset, to
whom it must provide them, and at what price. In the case of assets other than 'whole-ofJife' assets, it cootrols, through ownership,

beneficial entitlement or otherwise - any significant residual interest itr the asset at the eod ofthe arBngement. Any assets so rccognized
are measued at their fair value. To the extent that an asset has been recognized, the company also recognizes a corresponding liability,
adjusted by a cash consideration paid or rcceived.

w) CoEparatiYe figures
Where lecessary comparative figures for the prcvious financial year have been amended or reconfigured to conform to the requircd
changes in presentation.

14
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x) Subsequent events

There have been no events subsequent to the financial year end with a significant impact on the financial statements for the year ended

June 30,2020.

SIGNIFICAIYT JUDGMENTS AND SOURCES OF ESTIMATION UNCERTAINTY
The preparation of the Company's financial statements in conformity with IFRS requires management to make judgments, estimates and

assumptions that allect the leported amormts ofrevenues, expenses, assets and liabilities, and the disclosure ofcontingent liabilities, at the

end ofthe reporting pedod. However, uncertainty about these assumptions and estima&s could rcsult in outcomes that require a material

adjustnent to the carying amount ofthe asset or liability affected in future periods.

EstiEates ard assumptiotrs
The key assumptioN conceming the future and other key sources of estimation uncertainty at the reporting date, that have a significant dsk
of causing a material adjustment to the carrying amou s of assets and liabilities within the next fiDancial year, are described below. The
Entity based its assumptions and estimates on parirmeterc available when the financial statements werc prepared. However, existing
circumstaflces and assumptions about future developments may change due to market changes or circumstances arising beyond the control

ofthe Entity. Such changes are reflected in the assumptions when they occur.

U$eful lives and residual values

The usefirl lives and residual values of assets are assessed using the following indicators to inform potential future use and value from

disposal:
o The condition ofthe asset based on the assessment ofexperts employed by the Entity
o The natue of the asset, its susceptibility and adaptability to changes in technology and processes

o The nature of the processes in which the asset is deployed

o Availability offunding to rcplace the assets

o Changes in the mark€t in relation to the asset

l5



SIBO Water and Sanitation Company
Annual Reports and Financial Statements

For the year ended June 30, 2020

Provisions

Provisions were raised and management determined an estimate based on the information available.

Provisions
discounted

are measured at the management's best estimate of the expenditure required to settle the obligation at the reporting date, and are

to present value where the effect is material
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6. SALES AND TURNOVER

7. GRANTS FROM
NATIONAL/ COUNTY
GOVERNMENT

85,977,741Water Sales 90,061,il4

3,804,1482,865,455Bowser, Exluuster & Excavator Sales

nreter rent 3,962,950

5252,030 3,322,866Sewerage Sales

102,142,079 93,104,755Total

23,538,462 20,547,067Grants received

23,538,462
20,547,$67Total
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(Note: Fol capital/detelopment grunts the amount recognized in the statement of comprehensiye income should be the deprecialion/amortizqtion
equivalehts fot assets that hdve been dcquired using such capital/development grant). [Pro1,ide a detailed analysis of grants receivedfrom the
Gownmerrt in the table below:l

7 WSTF GRANT

Ministry/State
Department

I

WSTF Grant -l 17,9s6,414 17,956,414 17,956,414

Total -l 17,9s6,414 17,956,414 17,956,414

-T8--
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1,972,635 8J23,402Miscallenous water income

104,500late payment penalty

Millage charge 1280,s40

19.410Meter sales

Reconnection fees I 10,700

Statement Fees 5,000

398,739levy

Change ofTenancy 4,200

200J00Convenience Fees

Sale of tender documents 1,000 33.000

2,086,024Nerv connection charges

6,1E2,949 8J56,102Total

8 OTHER INCOME

surcharge on illegal connection, over night stay, prepaid meters)
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9 (a) ADMINISTRATION COSTS

Personnel costs (note 9b) 46,737,224 30,215,732

2,302,763 t,962.t35Office running costs ( office rent inclusive)

1,409,105 166,580travel & subsistance

4,992,868 494,784Motor vehicle running costs

1,010,385 1,3 13,195Communication costs

Monitoring & Evaluation costs 31,600 1,531,772

59,000PR/ Corporate Affairs costs 584,080

6,819,289 264555Professional services & fees

111105Bowser,Excavator & Exhauster running costs 2,139,702

2,707,860 411,255.00Governance costs

3,718,143
266,913Compliance levies / costs ( less warma charges)

243,278 20,000.00Finance costs ( bank charges)

4,257,252 14,316,481.00Provision for bad and doubtful debts

76,953,549 51,133,507Total

'2U

'Kshs
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9 (b) srAFF COSrS

Salaries and allowances of permanent employees 43253,042 28,744,820

NSSF contribution 276,800

medical insurance 515,72',1

Casual hbour 527,363 209,400

Pension /Gatuity 772,171 745,114

stafftraining Costs 150,040

Staff welfare 1242,080 5 16398

Total 46r737 1224 30,215,732

i. Director's emoluments went up compared to last year due to many board activities due to Covid l9 impact compared to the previous year

ii. Ofiice & general supplies weot doun due to management ellorts on cost cutting while motor vehicle and moto! cycle maintenance and

fuel costs went up due to repairs of exhauster and bowser in a bid to improve services. Office repai$ went up due to a few office
renovations done while security costs went up since more guards were hiled to enhance secu ty in all schemes.

iii. WASREB Levies went up due to revision oftheir mtes from 1o/o to 4olo ofbilling and due to inqeased billing.
iv. Staffcosts w€nt up due to additional 25 staffs recruited du ng the year to maximize operation.
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533,591Salaries and wages of prodtrction personnel

6,684,890 8,287,229TreatrBnt chemicals

933,487 I ,616,1 I 1Abstaction charges / Wanrn charges

22,180,32928233267Electricity

88, I 95 16,097,61 1.00water quaky testing

1,771,578Plant repair & rnaintenance

5,998,676Pipeline repair & Maintenance

204,500Pipes & fittings Expansron

43,714,593 48,7L4,87LTotal

10 Technical Costs - Prnduction & Distribution Costs

NOTES:
1. Wages of production employees went down since there was a reclassification of those costs where all the technical

staff on contract were moved to the general payroll hence only casuals were paid wages.

Electricity costs went up due to increased production compared to the previous year.

Other production and distribution costs went down due to enhanced cost control. The company also carried out

pipeline network expansion with the help of county govemment grant. To add to this, the company embarked on

stocking pipes and fittings in order to improve response time to bursts and leaks. This is evidenced in the improved

inventory levels as seen in the statement of financial position.

ii.
111.

-'-2
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11 OPERATING PROFIT / (LOSS)

The operating profit/(loss) is arrived at after

chareins/(cre diting) :

46,737,224 30,215,732Staff costs (note 6)

2,967,007 4,395,466Depreciation of property, plant and equipment

1,140,000Amortisation of intangible assets 1,140,000

4,257,252 14,316,481Provision for bad and doubtful debts

2,215,610 1,962,135Directors' emoluments - fees

- other 492,250

232,000 250,000Auditors' remuneration - current year fees

- prior year under-

provlslon

Loss on disposal of property, plant and

equipment

Net foreim exchange loss

Interest receivable

Interest payable

Rent receivable
58,035,342 52,279,814Total

./.3
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EARNINGS PER SHARE

The earnings per share is calculated by dividing the profit after tax by the average number of ordinary shares in issue during the year.

There were not dilutive or potentially dilutive ordinary share as at the reporting date.

12 DIVIDEND PER SHARE
Proposed dividends are accounted for as a separate component ofequity until they have been ratihed and declared at the relevant Annual
ceneral Meeting (AGM). At the AGM to be held before the end of2020, a final dividend in respect of the year ended June 30, 2020 of for
every ordinary share is to be proposed.
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13 PROPERTY, PLANT AND EQUIPMENT

IOTAI

COST ORVATUATION

At July l,2019 17,760r17 4186l4t 3,313J92 3,110J90 213,568 12,854,796 6,602,500 48,141,703

Additiom 70E,20.58 78,490 0 3,0n3fi 847,000 4,711528

Iransfcn 0 0 0 0

Disposals 0 0 0 0

At Junt 10,2020 17,760,il7 t,286J10 l,o2l,ll3 3,IEE,8EO 213,56E 15,932,111 7,{49,500 52,$3,231

DTPRTCIATION

At Juh l, 2019 7r0,1ll 3,m953s 3,042,379 174,174 825,311 10,658,473

Charge for the year 7r0,43i 1,071,560 177,180 43,950 26,696 93 r,r88 2,96i,007

lmpainrentloss 0 0 0 0

Eliminated on disposal 0 0 0 0

At June 30,2020 1,420,E66 3,06E,199 1,0E6,715 3,096,329 200,810 1,756,500 13,519,479

ITT B00X !.{tut

At June 10,2020 l6J$,951 l,2lE,01l 64,603 102,551 12,698 15,932,113 5,693,000 39,233,751

25
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r3. (b) TNTANGIBLE ASSETS

COST

3,420,000At July I

3,420,000Additions

Disposals

3,420,000 3,420,000At June 30

AMORTISATION

1,140,000At July I

1,140,000
1,140,000Charge for the year

Disposals

Impairment loss

1,140,0001,140,000At June 30

NET BOOK VALUE

1,140,000 2,280,000At June 30
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14) TNVENTORTES

15 (a) TRADE AND OTHER RECEMBLES

1,458,133949,629Water treatment Chemicals
1,048,750Meters

209,000 57,000Motor vehicle spare parts
193,070 267,020Stationery and general stores

9,427,1204,784,372&FP

215,950Water Tanks
44,430Solar Batteries
31,525Electrical Fittings

7,800Motorbikes Tyres
10,209,2737,384,526

Trade receivables (note l5 (b)) 100,966,496 8l8 5l
722and

VAT recoverable
I 57,01 8 293,633Staff receivables note 22 c

Other receivables
88,768,562

88,768,562Gross trade and other receivables

Other: Provision for bad and doubtful

receivable

88,768,562101 ,123,514Net trade and other receivables
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15 (b) TRADE RECEIVABLES

16 BANKAND CASH BALANCES

42,914,651 36,190,258Siaya Area
52,646,580 46,971,375Bondo Area
29,726,060 25,084,350Yala Area

9,334,703 9,347,003Ugenya Area
134,621,994 117,592,986Gross trade receivables

(29,398,247)(33,655,499)Provision for doubtful receivables

100,966,496 88,481,651

Cash at bank 6,116,987

l8l
J

I

7

5Cash in hand

6,352,4726,117 ,169

28
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17) BANK ACCOUNT BALANCES

BANK BALANCES AS AT 30 JUNE 2O2O

BANK BATANCES AS AT 3OTH JUNE 2O2O

BANK ACCOUNT NO. DETAILS BATANCE (KSHS) REMARKS

Cooperative Ba n k,Siaya 110025587900 Bowser Account 97,725.76

KCB,Siaya 7108257674 Customer Deposits Account 1,779,544.20 Customer Deposits

KCB,Siaya 1105893026 Expenditure account 1,747,617.97 Current Account

Post Bank 7447300L1234 Revenue Collection Account 49,095

Mainly used for revenue

collection

KCB,Siaya 7708257437 Revenue Collection Account 9,980

Main Account for receiving

water billing Revenue

KCB,Siaya 1235073217

Bar Kowino -Nyawita water

Project 2,022,739 Current Account

Mpesa Paybill 233491 Mpesa collection 410,885 Mpesa collections

Total 6,116,987.38

Cash at Hand 181

6,117,168.38

29



SIBO Water and Sanitation ComPanY

Annual Reports and Financial Statements

'Ior the ended June 3 2020

18. ORDINARY SHARE CAPITAL

19 REVALUATION RESERVE

The revaluation reserve relates to the revaluation of certain items of property, plant and equi As

indicated in the Statement of Changes in Equity, this is stated after transfer of excess

related deferred tax to retained earnings. Revaluation surpluses are not distributable.

20 FAIR VALUE ADJUSTMENT RESERVE
The fair value adjustment reserve arises on the revaluation of available-for-sale

principally the marketable securities. When a financial asset is sold, the portion of the reserve

to that asset is reduced from the fair value adjustment reserve and is recognized in profit or

net of

assets,

relates
Where

a financial asset is impaired, the portion of the reserve that relates to that asset is recognized

loss.

profit or

2I RETAINED EARNINGS

The retained earnings represent amounts available for distribution to the company's

Undistributed retained earnings are utilized to finance the company's business activities.

Authorized

100,000100,000

5000 ordinary shares of Kshs.20

par value each

Issued and fully paid:

100,000100,000

5000 ordinary shares of Kshs.2O

par value each
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41,824,306 39,202,472Trade payables

55,994,576 53,564,210Accrued Stamory Levies

18.564,670 16,109,706Other payables

I16,383,552 108,876,388

22 TRADE AND OTHER PAYABLES

23 RETIREMENT BENEFIT OBLIGATIONS

The entity operates a defined benefit scheme for all full-time employees. The scheme is based on 5o/o p of salary of an employee at the time of
retirement. During the year, no actuarial valuers were engaged to value the scheme. The liability at the end of the year was as follows:

The company also contributes to the statutory National Social Security Fund (NSSF). This is a defined contribution scheme registered under the

National Social Security Act. The company's obligation under the scheme is limited to specific contributions legislated from time to time and is

currently at Kshs.200 per employee per

NB: Acqued statutory levies relate to amounts owed to water sector statutory bodies i.e. WARMA, LVSWSB, WASPA, WASREB & OAG,
while other payables include payroll liabilities e.g. NHIF, NSSF, PAYE, LAPTRUST, SACCO , Net Salaries due for the morlth ofJune 2019
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24. NOTES TO THE STATEMENT OF CASH FLOWS

(a) Reconciliation of operating
profit/(loss) to cash generated from/(used
in) onerations

4,269,594 (3.36r.777\Operating profit/(loss)

Depreciation 2,961,007 4.39s.466

Amortisation 1,140,000 1,140,000

Operating profit/(loss) before working
capital changes

8,370,601 2,173,689

(Increase)/decrease in inventories 2.824,747 (9.828,213)

(Increase)/decrease in trade and other

receivables
(12,354,952) 42,718,347

Increase/(decrease) in trade and other
payables

7,501,164 (34,774,968)

Increase/(decrease) in customer
prepayments

Increase/(decrease) in customer deposits 2,501,096 1,548,610

8,848,656 1.837.465Cash generated from/(used in) operations

)Z
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(c) Analvsis of cash and cash equivalents

Short term deposits
Cash at bank 6,116,987 6,347,253
Cash in hand 181 5,219

Balance at end of the year 6,117,169 6,352,472

(b) Analvsis of interest paid

Interest on loans (note 10)

Interest on bank overdraft (note l0)

Interest on loans capitalised
Balance at beginning of the year 6,347,253

Balance at end of the year (note 36(b))

Interest paid

(c) Analvsis of dividend paid

Balance at beginning of the year
2015 dividends paid
2016 dividends paid
2Ol7 interim dividends paid
Balance at end of the year

Dividend paid
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25

26

RELATED PARTY DISCLOSURES

(a) Government of Kenya

The County Government of Siaya is the principal shareholder of SIBO Water and Sanitation Company, holding 100% of the company's

equity interest. The County Government of Siaya has provided full guarantees to all long-term lenders of the entity, both domestic and

external.

Other related parties include:

i. The parent Ministry;
ii. County Government of Siaya;

iii. Key management;

iv. Board of directors;

FINANCIAL RISK MANAGEMENT

The entity's activities expose it to a variety of financial risks including credit and liquidity risks and effects of changes in
foreign currency. The company's overall risk management programme focuses on unpredictability of changes in the business

environment and seeks to minimize the potential adverse effect of such risks on its performance by setting acceptable levels of
risk. The company does not hedge any risks and has in place policies to ensure that credit is only extended to customers with an

established credit history.
The company's financial risk management objectives and policies are detailed below:

(i) Credit risk

The entity has exposure to credit risk, which is the risk that a counterparty will be unable to pay amounts in full when due.

Credit risk arises from cash and cash equivalents, and deposits with banks, as well as trade and other receivables and available-

for-sale financial investments.
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Management assesses the credit quality ofeach customer, taking illto account its financial position, past expedence aod other
factors. Individual risk limits are set based on intemal or extemal assessment in accorda[ce with limits set by the directors. The amounts
presented in the statement of financial position are net of allowances for doubtfirl receivables, estimated by the company's management based
on prior experience and their assessment ofthe current ecolomic €nvironment

ii) Liquidity risk management

Ultimate responsibility for liquidity dsk maMgemetrt rests with the entity's directors, who have built an appropriate liquidity risk
management framework for the management of the entity's sho , medium and long-term funding and liquidity management
requilem€nts. The entity manages liquidity risk through continuous monitodng of forccasts and actual cash flows.

The table below represents cash flows payable by the company mder non-derivative fmancial liabilities by their rernaining
contractual maturities at the reporting date. The amouts disclosed in the table are the contactual undiscounted cash flows. Balances due
within 12 months equal their carrying balances, as the impact ofdiscounting is not significant.

iii) Market risk

The board has put in place a[ intemal audit function to assist it in assessing the sk faced by the entity on an ongoing basis, evaluate and
test the design and effectiveness ofits intemal accounting and operational controls.

Market risk is the risk arising ftom changes in market prices, such as interest rate, equity prices and foreign exchange rates which will
affect the entity's income or the value ofits holding of financial instruments. The objective ofmarket risk management is to manage and

control market dsk exposures within acceptable parameters, while optimizing the retum. Overall responsibility for managing mark€t dsk
rests with the Audit aod fusk Management Committee.

The company's Finance Department is rcsponsible for the development of detailed risk management policies (subj ect to review and approval
by Audit and Risk Managemetrt Committee) and for the day to day implementation ofthose policies.

There has been no change to the entity's exposure to market risks or the manner in which it manages and measures the risk
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c) Interest rate risk
Interest rate risk is the dsk that the entity's financial condition may be adversely affected as a result of changes in interest mte levels. The
company's interest mte risk arises ftom bank deposits. This exposes the company to cash flow interest rate dsk. The interest rate risk
exposue arises mainly ftom interest rate movements on the company's deposits.

Management of interest rate risk

To manage the interest rate risk, management has endeavored to bank with institutions that offer favorable interest rates

Sensitivity analysis

The e[tity analyses its intercst rate exposurc on a dynamic basis by conducting a sensitivity analysis. This involves determiritrg the impact
on profit or loss of defined rate shifts. The sensitivity analysis for intercst Iate risk assumes that all other variables, in particular foreign
exchange rates, remain constant. The analysis has been performed on the same basis as the prior year.

b) Financiql instruments not ,neasured atfair value
Disclosures of fair values of finaocial insfuments not measued at fair value have not been made because the carrying amounts are a

reasonable approximation of their fair values.

iv) Capital Risk Management

The objective of the entity's capital risk management is to safeguard the Board's ability to continue as a going concern. The entity
capital structure comprises of the following funds:
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Revaluation reserve

-5.955.r76Retained earnings -10,050,882

19,81 8,815 I 9,8 l 8,8 I s.00Capital reserve

13.863.639Total funds 9,767,933

775,994,245 108,876,3 88Total borrowings

-6,717,169 -6352472
Less: cash and bank

balances

Net debt/(excess cash and

cash equivalents)

Gearins

719,645,009 116,387,555
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27 INCOPORATION
The entity is incorporated in Kenya under the Kenyan Companies Act and is domiciled in Kenya.

28. EVENTS AFTER THE RE,PORTING PERIOD
There were no material adjusting and non- adjusting events after the reporting period.

29. CURRENCY
The financial statements are presented in Kenya Shillings (Kshs).

28 CONTIGENTLIABILITIES
The Company has tbree pending legal cases against it by former employees. It is estimated that rto material liability will arise hence no

provision has been made.
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APPENDIX l: PROGRESS ON FOLLOW UP OF AUDITOR RECOMMENDATIONS

Beryl
Odhiambo
Head of
Finance

Resolved N/AUnsupported

Bank and Cash

Balances due to

lack of
cashbook and

bank

reconciliations

This was due to frequent staff unrests
during the FY therefore no proper
accounting records kept.
This has since been resolved and

reconciliations are done promptly as

lthe department is now fully staffed and

lwell equipped.

1.0

The company has made plans to return

funds borrowed from customer
deposits over time.

George Alaka
Managing
Director.

Not
resolved

Progressive2.0 Customer

deposits

reflected as a

current liability
The company has developed a credit
policy now in draft form awaiting

directors approval

Beryl
Odhiambo
Head of
Finance

Not
Resolved

December 20203.0 Unsupported
provision of
doubtful debts

Sept 2019
This was due to the high staff turnover

experienced then, this has since been

resolved and the company is now
meeting the set datelines.

Beryl
Odhiambo
Head of
Finance

Resolved4.0 Late

Submission of
Financial
Statements

Board of
Directors
Head of
Procurement

Not
Resolved

ProgressiveThreatened

Going
Concern due to
Negative
working

Management together with the board
are working on a turnaround strategy to
improve the company financial status

5.0

a
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